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Chapter Ins 50

ANNUAL AUDITED FINANCIAL REPORTS, ANNUAL FINANCIAL
STATEMENTS AND EXAMINATIONS

Subchapterl — Annual Audited Financial Reports Ins 50.30 Actuarial opinion required.
Ins 50.01 Definitions.

Ins 50.02 Applicability.

Ins 50.03 Filing by exempt foreign and alien insurers.

Ins 50.04 Authority to obtain information or examine not restricted.
Ins 50.05 Filing and extensions for filing of annual audited financial reports. Subchapter IV — Actuarial Opinion

Subchapter Ill — Examinations
Ins 50.50 Examinations.
Ins 50.55 Examination of foreign and alien insurers.

Ins 50.06 Contents of annual audited financial report. Ins 50.60 Definitions.

Ins 50.07 Designation of independent certified public accountant. Ins 50.65 Actuarial opinion required.

Ins 50.08 Qualifications of independent certified public accountants. Ins 50.67 Reserves.

Ins 50.09 Consolidated or combined audits. Ins 50.68 Reliance on actuary opinion.

Ins 50.10 Scope of examination and report of independent certified pUbli%ubchapter V — Actuarial Opinion and Memorandum Regulation
accountant. ) . - Ins 50.70 Purpose.

Ins50.11  Notification of adverse financial condition. Ins 50.71  Authority.

Ins 50.12 Report of significant deficiencies in internal controls. Ins 50.72 Scope.

Ins 50.13 Accountants letter of qualifications. Ins 50.73 Definitions.

Ins 50.15 Availability and maintenance of @Rvork papers. Ins 50.75 General requirements.

Ins 50.16 Exemptions. ) Ins 50.76 Required opinions.

Ins 50.17  Canadian and British companies. Ins 50.78 Statement of actuarial opinion based on an asset adequacy analysis.

Ins 50.79 Descriptionof the actuarial memorandum including an asset adequacy

Subchapter Il = Annual Financial Statements analysisand regulatory asset adequacy issues summary

Ins 50.20 Insurers to file annual financial statements.
Ins 50.25 Insurersto file with the national association of insurance commissionSubchapter VI — Risk Retention and Puchasing Groups
ers. Ins 50.85 Risk retention groups and risk purchasing groups.

Note: Chapter Ins 50 was created as an gemesy rule dective March 12, 1993.  tion, audit guideswork programs, analyses, memoranda, letters
of confirmation and representation, abstracts of company-docu
Subchapter| — Annual Audited Financial Reports mentsand schedulesr commentaries prepared or obtained by the
independentertified public accountant in the courseegmina
Ins 50.01 Definitions. In this chapter: tion of the financial statements of an insurer or which support the
(1) “Alien insurer” has theneaning provided under s. 600.0 hplr;_lon of_tr|1e independent certified public accountant regarding
(2), Stats. efinancial statements.

. . . . . History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93; correction in (4) made
(2) “Audited financial report” means financial report pre unders. 13.93 (2m) (b) 7., Stats., Registame, 2001, No. 546.

paredand conforming to s. Ins 50.06. o )

(3) “Executiveofficer” means any individual chged with the Ins 50.02 A_ppllcablllty. Unlejss othervx_nse ordered by the
activemanagement and control in arecutive capacity of a per commissionerthis subchapter applies to all insurers except:
son,whether incorporated amincorporated and includes, butis (1) An insurer is not subject to this subchagitera calendar
not limited to, a chaiof the board, president, vice president,-tregyearin which the insurer has:
surer,secretarycontroller and any individuals performing simi  (a) Direct premiums written in thistate of less than $100,000

lar functions. andless than 1,000 policyholders or certificate holders of directly
(4) “Foreign insurer” has the meaning provided under written policies in the state at the end of the calendar year; and

600.03(20), Stats. (b) Assumed premiums nationwide of less than $1,000,000
(5) “Independent certified public accountant” means: underreinsurance contracts or treaties and direct premiunitis

(a) An independent certified public accountantjratepen  t€n nationwide of less than $1,000,000.
dentaccounting firm, in good standing with the American insti  (2) A foreign or alien insurer is exempt from thibapter
tute of certified public accountants and in all states in which ttexceptfor s. Ins 50.03 if:
accountanbr firm is licensed, or required to be licensed, toprac (a) It complies with another stagerequirement to submit

tice; or auditedfinancial reports and the other statequirement ifound
(b) For Canadian and British compania;anadian chartered by th.e commissionem writing, tobe substantially similar to the
or British chartered accountant. requirement®f this chapter; and

(6) “Insurer” means arinsurer licensed under s. 185.981, (b) It files audited financial reports with that stateommis
Stats.,or ch. 61, 612, 613, 614 or 618, Stats., and the state ligoner of insurance or equivalent agency

fund. (3) An insurer licensed under ch. 612, Stats., if itheurer

(7) “Policyholdersurplus” means capital and surplus. meetsall of the following requirements:

(8) “State of domicile” means the state where an insurer is (&) Has direct total writterpremium for the calendar year
domiciledor, for an alien insureits port of entry state. including premiums on nonproperty coverage, of less than

(9) “Work papers” means records kept by the independent C@FOO,OOO, ] ) ]
tified public accountant of the procedures followed, the tests per (b) Has a net of reinsurance premium to policyhofdeplus
formed, the information obtained, and the conclusions reaché&fio of less than 3 to 1 as of the December 31 of the year for which
pertinent to the independent certified public accountntanaudited financial report is otherwise required.
examinationof the financial statements of an insur8Nork (c) Is not authorized under its articles of incorporation to do
papers”include, but are ndimited to, audit planning documenta businessn more than 8 counties.
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(d) Does not engage in the writing of nonproperty coveragenualstatements filed with the commissionas provided under
unlessthe nonproperty coverage is 90% reinsured. s.Ins 7.02.

History: Cr. Register July, 1993, No. 451, & 8-1-93; am. (1) (b), Register ing:
December1995, No. 480, &f1-1-96; am. (3) (intro.) and (a) to (d) an@3) (e) and (2) Include all of the fOHOWIng'

(), Register June, 2001, No. 546,fel-1-02. (a) Thereport of the independent certified public accountant.
. ) o (b) A balance sheet reporting admitted assets, liabilities; capi
Ins 50.03 Filing by exempt foreign and alien insur - tal and surplus.

ers. A foreign or alieninsurer which is exempt from this sub (c) A statement of operations.
chapterunder s. Ins 50.02 (2) shall: (d) A statement of cash flows.

(1) File a copy of the audited financial report, reporsanif- : :
icantdeficiencies in internatontrols, and the accountamtétter €) A statemgnt of .changes in capital and surplus.
of qualifications which are filedith the other state with the com () Notes to financial statements. These notes shall be those

missionemot later than the filing dates specified in ss. Ins 50.08duiredoy the appropriate national association of insurance com
50.12and 50.13, respectivelZanadian insurers which are notnissioners’annualstatement instructions and accounting prac
subjectto this subchapter under s. Ins 50.02 (2) shall submit to ##fg¢Sand procedures manual. The notes shall include a recencilia
commissioneraccountants’ reports as filagith the Canadian tion of differences, if anybetween the audited statutory financial
Dominion department of insurance rlater than the filing dates Statementsand the annual statement filed pursuant to sulbch.
specified in s. Ins 50.05. with a written description of the nature of theséedénces.

(3) Includefinancial statements prepared in a form and using
Ianguageand groupings substantially tkame as the relevant sec
1 tionsof the annual statement of the insurer filed with the commis

(2) File with the commissioner a copy of any notification o
adversefinancial condition report filed with, or required be
filed with, the othestate within the time specified in s. Ins 30.

History: Cr. RegisterJuly 1993, No. 451, &f8-1-93. sioner.The financial statement shdlé comparative, presenting
the amounts a®f December 31 of the current year and the
Ins 50.04 Authority to obtain information or amountsas of the immediately preceding December 31, except in

examine not restricted. This subchapter does not limit thethe first year in which arinsurer is required to file an audited
authority of the commissioneto require an insurer or any otherf'“H"’_‘ntCIaI r(c:apgrt,_ tthi Cloggg‘rst'\ﬁldzfts ;ng‘g’ gg glmc')ggd- o

g - PRI istory: Cr. RegisterJuly, ,No. 451, 6f8-1-93; -050: renum.
_personto pI’OVIde information, or to conduct an examinatioarof (f) (intro.) and am...i(2) (f) 1. and 2., Register October 2001 No. 550,14f1-01.
insureror any other person, under any other statute or rule.

History: Cr. RegisterJuly 1993, No. 451, &f8-1-93. Ins 50.07 Designation of independent certified pub -
. . . lic accountant. (1) An insurer shallwithin 60 days after the
Ins 50.05 Filing and extensions for filing of annual insurerbecomes subject to this subchapter:

audited financial reports. (1) An insurer Sh"_:‘”: . (a) Provide the commissioner in writing thame and address
(8) Annually obtain or cause an audit of the insurer by an indg the independent certified public accountatained to conduct
pendentcertified public accountant; and the annual audit required by this subchapter

(b) File an audited financial report that complies with s. Ins (b) File with the commissioner a copy of the letter requiced
50.06with thecommissioner on or before June 1 for the immedje optained under sub. A3).

ately preceding cglehdar year . . . (2) Insurersnot retaining an independent certifigaiblic

(2) The commissioner may requiran insurer to file the accountanbn the dictive date of this rule shall register the name
auditedfinancial report earlier than the date specified under suthgaddress of their retained independent certified public account
(1) if the commissioner gives 90 days advance notice to thgtnotless than 6 months before the date when the first audited
insurer. financialreport is to be filed.

(3) Thecommissioner may grant extensions of the filing date (3) An insurer shall obtain a letter from the independent-certi
undersub. (1) for 31-day periods if the insurer and independeféd public accountant it retains to conduct the annual audit
certified public accountant establish there is good cause for gfyuiredby this subchapteThe letter shall state that the indepen
extension A request for extension shall be submitted in writingentcertified public accountant:
notless than 10 days prior to the due date ificserfit detail to per (a) Is aware of therovisions of the insurance code and the
mit the commissioner to make an inforngetision with respect rulesand regulations of the insurance departmerecuivalent
to the requested extension. _agencyof the statef domicile of the insurer that relate to acceunt

(4) An insurer may not retain an accountant or accountingy and financial matters of insurers; and
firm to comply with sub. (1) or s. Ins 50.07 unless the accountan (b) Will express an opinion on whether the financial state

or accounting firm is an independent certified public accountanfenconform to the statutory accounting practices prescribed or

regardles®f whether the commissionbas issued a ruling under : ; ;
S. Ins 50.08 (1). An insurer may not retain an accountent \?\}i“eg\géscei?yegygé%%gzstgztgsggrg:i\:trgor equivalent agency and

accountinfirm to comply with sub. (1) or's. Ins 50.07 if the com (4) If an independent certified public accountant for the

missionerunder s. Ins 50.08 (1) rules that the accountant or - D : ' b .
accountingfirm is not qualified or if the accountant or accountin#?&?seni:iiz’pgf?:g'nfégﬁgsilﬂg:tgg;‘:r?gga: rsv[i)t?qrgﬁfo?rt]r:g-sfglr er
firm does not comply with s. Ins 50.08 (2). 9 ply

History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93. Iowmg:
(a) The insurer shallithin 5 business days notify the commis
Ins 50.06 Contents of annual audited financial sionerof the dismissal or resignation.
report. The annual audited financial report requiveder s. Ins (b) The insurer shall within 15 business days furnish the com
50.05shall comply with all of the following: missionemwith aletter which clearly states that there was ne dis

(1) Reportthe financial position of the insurer as of the end gigreementequired tcbe disclosed under this paragraph or which
the most recent calendar year and tisults of its operations, cashdescribesany disagreement between the insurer and the indepen
flows and changes in capital and surplus for the year then endigatcertified public accountant in the 24 months preceding the
in conformity with statutory accounting practices prescribed, gismissalor resignation, which:
otherwise permittedyy the department of insurance, or equiva 1. Was on any matter of accounting principles or practices,
lentagencyof the state of domicile, ofor a domestic insurgin  financial statement disclosure, or auditing scopeparcedure;
conformity with accounting practices prescribed or permitted iand
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2. Wobuld require the independent certified public accountashallinclude a columnar consolidating or combining work sheet,
to make reference to the subject matter of the disagreementin asfollows:
nectionwith the opinion required under s. Ins 50.06. The require (1) Amountsshown orthe consolidated or combined audited
mentto provide a description applies regardless of whether thigancial report shall be shown on the work sheet.

disagreementvas resolved or whether the former independent (2) aAmountsfor each insurer subject to this section shall be
certified public accountant was satisfied with the resolution. statedseparately

_(c) The insurer shall within 15 business daysish the com  (3) Noninsuranceperations may be shown on the work sheet
missionerwith a letter from the independent certified publign a combined or individual basis.

accountanaddressed to the insurer stating whether the indepen 4y Explanationsof consolidating and eliminatin@ntries
dentcertified public accountargtgrees with the statements Conshéll)be inpcluded. 9 &

tainedin the insuress letter required under pdb) and, if not, stat (5) A reconciliation shall be included of any fdiences

'n8ii?ofy,regsgggsisggﬂy?;% No. 451 &f8-1-93 betweenthe amountshown in the individual insurer columns of
T ' B ‘ the work sheet and comparable amounts shown on the annual
statement®f the insurers.

Ins 50.08 CQualifications of independent  certified History: Cr. Register July 1993, No. 451, &f8-1-93.

public accountants. (1) The commissioner mayle that an

accountantor accounting firm is not qualified for purposes of |ns 50.10 Scope of examination and report of inde -

expressingan opinion on the financial statements in the annugéndent certified public accountant.  Financial statements

auditedfinancial report requirednder this subchapter and pro furnishedunder s. Ins 50.06 shall be audited byirtependent

hibit insurers from retaining the accountant or an accounting firgertified public accountant. The independent certified public

andrequire insurers to replace the accountant or accounting firfiecountanshall conduct the audit of the insugefinancial state

if the commissioner finds there is cause, including, butmited  mentsin accordance with generalccepted auditing standards.

to, a finding that the accountant or accounting firm: The independent certified public accountant may also give con
(a) Is not in good standing with the American institute of ertsiderationto such other procedures illustrated in the finaruzal

fied public accountants and in aflates in which the accountantdition examinets handbook promulgated by the national associa

or accounting firm is, or is required to be, licensed to practice, ion of insurance commissioners as the independent certified

for a Canadian or British companthat it is not a chartered public accountant deems necessafyie commissioner may

accountant; requirethat an independent certified public accountant conduct
(b) Has not conformetb the standards of the accounting-proadditionalprocedures or provide additional reports.

fessionas contained in the cods professional ethics of the History: Cr.RegisterJuly 1993, No. 451, éfg-1-93.

Americaninstitute of certified public accountardsd rules and Ins 50.11 Notification of adverse financial condi -

regulationsand code of ethics and rules of professional condugén (1) An insurer shall require the independent certified-pub
of the accounting examining board, or a similar code; lic accountant to report, in writing and within 5 business days, to

(c) Has been convicted of fraubribery a violation of the the board of directors of the insurer or @sdit committee any
Racketeerinfluenced and Corrupt @anizationsAct, 18 USC determinatiorby theindependent certified public accountant that
1961to 1968, or any dishonest conduct or practices under feder@ insurer has materially misstated its financial condition as
or state law; reportedto the commissioner as of the balance sheet date currently

(d) Has been found to have violated the insurance laws or rulgglerexamination or that the insurer does not meet the minimum
of this state; or capitaland surplus or compulsory surplus requirements.

(e) Has demonstrated a patterrpoactice of failing to detect ~ (2) An insurer who receives a report required under sub. (1)
or disclose material information in financial reports. shall forward a copyf the report to the commissioner within 5

(2) After December 31, 1994, no accounting firm partner guSinessiays of receipt of the report and shall provide the-inde
other person responsible for rendering a report required of §gndentcertified public accountant making the report vt
independentertified public accountant may act in that capacitfencethat the report has been furnished to the commissioner
for more than seven consecutive years. Following any period of(3) An independent certified public accountant skathish
servicesuch a person shall be disqualified from acting in that & the commissioner a copy of its report requivedier sub. (1)
asimilar Capacity for the same company or its insurance Subs\{ﬂthln 10 business da_ys after Ith‘H’mSheq.tO the In_surer under
iariesor afiliates for aperiod of 2 years. The commissioner mapub. (1) unless the independent certified public accountant
grant relief from the rotation requirement on the basis of unustigfeivesevidence the insurer has provided it witthie 10 busi
circumstancesFactors the commissioner may consider in detefessday period to the commissioner as required under sub. (2).
mining if the relief should be granted include, but are not limited (4) An executive dicer or director of an insurer which

to: receivesnotice under sub. (1) shaéiport the notification in writ
(a) Number of partners, expertise of the partners ontineber iNg to the commissioner within 5 businedays of the date the
of insurance clients in the currently registered firm; executiveofficer or director first acquires knowledge of the netifi

cationunless prior to that date the insurer complies with &)b.

(b) Premium volume of the insurer; or History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93.

(c) Number ofjurisdictions in which the insurer transacts busi

ness. Ins 50.12 Report of significant deficiencies in inter -
History: Cr. RegisterJuly 1993, No. 451, &8-1-93. nal controls. An insurer shall file with the commissioner within
60 days of the date an annual financial statement is filed, or is
Ins 50.09 Consolidated or combined audits. An  requiredunder s. Ins 50.05 to be filed, a written report prepared

insurermay file audited consolidated or combined financial statby theindependent certified public accountant describing ary sig
mentsin lieu of separate annual audited financial statememigicant deficiencies in the insurar internal control structure.
requiredunder this subchapter if the commissioner appraves SAS No. 60, Communication of Intern@lontrol Structure Mat
writing and if the insurer is part ofgtoup of insurers which uti tersNoted in an Audit (AU Section 325 of the Professional Stan
lizesapooling or 100% reinsurance agreement tifattf the sel dardsof the American Institute of Certified Public Accountants)
vencyand integrity of the insurtx reserves and the insurer cedesequiresan accountant to communicate significant deficiencies
all of its direct and assumed business to the pool. If the camm(isnown as “reportable conditions”) noted during a finanstate
sioner permits a consolidated repander this section the reportmentaudit to the appropriate parties within an en#éty insurer
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is not required to file a report under this section if the independent(2) An exemption may be granted at any time and from time

certified public accountandoes not identify significant deficien to time for a specified period.

cies. An insurer shall promptly file with the commissiongr  History: Cr. RegisterJuly 1993, No. 451, &8-1-93.

descriptionof remedialactions taken or proposed to correct sig

nificant deficiencies, if thactions are not described in the inde |ns 50.17 Canadian and British companies. Q) In

pendent certified public accountanteport. the case of Canadian and British insurers, for the purpose of this
History: Cr. RegisterJuly 1993, No. 451, éfg-1-93. subchaptethe annuaiudited financial report shall be defined as

the annual statement of total business on the form filed by the

Ins 50.13 Accountant’ s letter of qualifications. ~ An  insyrerswith theirdomiciliary supervisory authority duly audited
accountanbr accounting firm retained by an insurer to complyy an independent chartered accountant.

with this subchapter shall furnish timsurer and the insurer shall
obtainand include with the filing of the annual audited financi

reportrequired under s. Ins 50.05, a letter from the accountan > ) i X
P g ’ mentsrelatingto the annual audited statement filed with the-com

accountingfirm stating: A . L
d 9 missionerunder s. Ins 50.05 anghall afirm that the opinion

(1) That the accountant or accounting firm is independe i . . :
with respect to the insurer andnforms to the standards of his or%&H‘?Srgfjef ;29?3;2%;“1'%3\“’32 zrsli)sgsr_eﬁgglrements.

herprofession as contained in tbede of professional ethics and
pronouncement®f the American institute of certified public . .
accountantsnd the rules of professional conduct of the board of Subchapterll — Annual Financial Statements

public accountancy of this state, or similar code.

(2) Thebackground and experience in general, and the experi Ins 50.20 Insurers to file annual financial state -
encein audits of insurers of the stafssigned to the engagemeniments. (1) An insurer shall file an annual financial statement
andwhether each is an independent certified puldicountant. with the commissioneExcept as otherwise required by Jaule,

This subchapter does not prohibit the accountargomounting orderor instruction othe commissionean insurer shall file the
firm from utilizing such stdfas he or she deems appropriate whemnnualfinancial statement:

use is consistent with the standards prescribed by generally(a) On the national associati@f insurance commissioners
acceptedauditing standards. annualstatement blank appropriate for the lines of business the

(3) Thatthe accountant or accounting firm understands thimisureris authorized to write, except an insurer licensed under ch.
the annual audited financial report and bisher opinion on the 612, Stats., may file on the town mutual annual statement blank
annualaudited financial report wilbe filed in compliance with prescribecby the commissioner; and

this chapter and that the commissioneli be relying on this )y prepared in accordance with the national associafion
informationin the monitoring and regulation of the finangiabt g\ rancecommissionersnnual statement instructions and the
tion of insurers. o accountingpractices or procedures prescribed or permittettidy

(4) That the accountant or accounting firm consents to thgppjicable national association of insurance commissioners
requirement®f s. Ins 50.15 and that the accountant or aCCOU““%Qcountingpractices and procedures manual except an insurer
firm consents and agrees to make available work papers |iegnsedunder ch. 612, Stats., shall prepare the statement-as pre
reviewby the commissioner ~_ scribedby the commissioner

(5) A representation that the accountant or accounting firm is (2) Insurersshall file the annual statement required s

properlylicensed by an appropriate state licensing authority_a_lg&) by March 1, except insurersgamized under ch. 612, Stats.,
is a member in good standing in the American institute of certifi all file by Februarys and the commissioner may prescribe a

public accountants. . ... differentdate for individual insurers.
(6) A representation that the accountant or accounting firm iSyisiory: cr. RegisterJuly 1993, No. 451, &f8-1-93.

anindependent certified public accountifign and that there are
no grounds for disqualification of th@&ccountant or accounting Ins 50.25
firm under s. Ins 50.08. -

History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93.

| (2) ForCanadian and British insurers, the letter required in s.
iins 50.07 shall state that the accountaraware of the require

Insurers to file with the national associa -
tion of insurance commissioners. (1) This sectiorapplies
to all licensed insurers, except:

Ins 50.15 Availability and maintenance of CP A work (a) Those categories of insurers whas®ual or quarterly
papers. (1) An insurer shall require the accountantccount  Statementshe national associatioof insurance commissioners
ing firm which conducts an auditr other procedure under thisdoes not collect on the date filing required, unless otherwise
subchapteto make available for review all work papers and arfgquiredby the commissioner;
communicationselated to the audit or procedure betwélen (b) An insurer aganized under ch. 612, Stats., unless ether
insurerand the accountant accounting firm at the fi€es of the wise ordered by the commissioner; and
insureror at a reasonable place designated by the commissioner,

: ° . > ¢) Insurers the commissioner exempts after finding an exem
Theinsurer shall require that the accountant retain the audit wqf&g i?s in the public interest P 9 P

papersand communications until the commissioner has filed a . -
reporton examination covering theriod of the audit but no len  (2) An insurer shall annually on or before March 1 file with the
gerthan seven years from the date of the audit report. national association of insurance commissionersogy of the
(2) Thecommissioner maghotocopy work papers and retainnuaistatement it is required to file under s. Ins 50.20am
the copies. All working papers and communications obtained pplementainformatlon which the commissioner requires to
the commissioner under this section may be trebtethe com | cludedwith the annual statement. The insurer shall include with
missioneras confidential under s. 601.465. Stats. the copy a signed jurat page and actuarial certificate and shall also
History: Cr. RegisterJuly 1993, No. 451, £8-1-93. file copies of any subsequent amendments or addendums filed

with the commissioner with the natioredsociation of insurance

Ins 50.16 Exemptions. (1) The commissioner may grant COMMISSIONErs.
an exemption fromcompliance with this subchapter if the com  (3) An insurer shall file a quarterlinancial statement with
missionerfinds that compliance would constitute a financial candin the form prescribed by the national associatian@irance
organizationahardship upon the insurer commissionersvithin 45 days of the end of each quarter
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(4) An insurer shall file the information required undeib. tory action, or to the insurance department of any other state or
(2) or (3) in the fornof media prescribed by the national associaountryor to law enforcemertfficials of this or any other state
tion of insurance commissioners. or agencyof the federal government, so long as the department,

History: Cr. RegisterJuly 1993, No. 451, &f8-1-93. agencyor office agrees in writing to hold it confidential.
History: Cr. RegisterJuly, 1993, No. 451, &f8-1-93.

Ins 50.30 Actuarial opinion required.  An insurer shall o . o
file with the annual financial statement required under $0r0 Ins 50.55 Examination of foreign  and alien insurers.

a statement of actuarial opinion from a qualified actuary ift) The commissioner may accept, under s. Ins 50.50, an
accordancewith the national association of insurance commig&Xaminatiorreport on a licensed foreign or alien insurer which is

sionersannual statement instructions. preparedby the insurance departmefor the insureis state of
History: Cr. RegisterJuly 1993, No. 451, &f8-1-93. domicile until December 31, 1993. After December 31, 1993, an
examinatiorreport from the insurance department of the in&urer
Subchapter Il — Examinations stateof domicile may only be accepted if:

(a) The insurance department is at the time of the examination
accreditedunder the National Association of Insurance Commis

determinethe nature, scope and frequency of examinations unginers FinancialRegulation Standards and Accreditation-Pro
s.601.43, Stats., except at a minimum eviesurer licensed in gram;or L -

this state shall be examined every 5 years, unlesa frisited ser (b) The examination is performed under the supervision of an
vice health oganization, town mutual, a gift annuiticensee accreditednsurance department or with the participation of one
underch. 615, Stats., motor club, warranty plan,an insurer OF more examiners who are employed by an accreditedrssate
exemptecunder s. 610.49, 1981 stats. ancedepartment and who, after a reviewttu# examination work

(2) Factorsthe commissioner may consider in determiriiry papersand report, state under oath that the examinatiorpams

schedulingof an examination include, but are not limited toform_edln amanner consistent with the standards and procedures
Eﬁ-]quwedby their insurance department.

resultsof financial statement analyses and ratios, changes in m . S . ) ) )
agemenbr ownership, actuarial opiniongports of independent  (2) A foreign or alien insurer shall file writtevotice with the

certified public accountants, other criteria in the Examiner§ommissionerf it has not received an examination call for an
Handbookadopted by the national association of insurance co@xaminationwhich will be acceptable under this section for the

insurerrelative to other insurers. yearsafter the date for which the last examination of the insurer

(3) Thecommissioner may determine the natamel scope of exHamlngdhe f'f.‘a”C'a' condition of the insurer
. . . . istory: Cr. RegisterJuly, 1993, No. 451, &f8-1-93.
an examination. An examination magut need not, cover all
aspectof the insureis assets, conditiomffairs and operations, Subchapter IV — Actuarial Opinion
andmay involve or be supplementég review of audit proce
duresperformed by accountants. Examinations may include, but|ns 50,60 Definitions.  In this chapter‘qualified actuary”

arenot limited to, the following types of examinations: meansa member in good standing of the American academy of
(a) Compliance examinations which are a general review aftuariesunless disqualified by a standarddetermination of the

theinsurefs corporate ddirs and insurance operations to detercommissioner.

mine compliance with chs. 600 to 646, Stats. A complianceHistory: Cr. RegisterDecemberl995, No. 480, &1-1-96.

examinationmay consist ofreview of an accountast'work ] o )

papersor be supplemented by such a review Ins 50.65 Actuarial opinion required. (1) For each

(b) Targeted examinations are limited to a review of specifie¢f2r€nding on or after Decembet, 1996, every life insurance
areasAreas that may be geted may include, but are not limited®©MPanydoing business in this state shall subtmithe commis
to, life reserve valuations, claims analysegjamizationaland Sionerwith its annual statement due by March 1 of the following
capitalchanges, loss reserves or market conduct. year,an opinion by ajualified actuary as to whether the reserves

(©) Comprehensive examinationwhich are complete andrelated actuarial items held in support of the policies and con

examinationsof the condition and &irs of the insurer tractsspecified by the commissioner satisfy all of thikowing:

. . .. (a) They are computed appropriately
repfgr)t,?&ezn?ﬁeioggﬁﬁ:ggﬁglIlssrli)erﬁp?lg %goﬁggvﬁéag(glatloh (b) They are based on assumptions that satisfy contract provi
cutedby each of its directors stating under oath that they hav@"ns- . . .
receiveda copy of the adopted report and related orders. (c) They are consistent with prior reported amounts.

(5) The office of the commissioner of insurance, under s. (d) They comply with the applicable laws of this state.
601.465,Stats., may refuse to disclose and prevent any persor(2) Theopinion under sub. (1) shall be in the form and contain
from disclosing, in response to a request for production, depoéie information required by the commissioner
tion, subpoena, ootherwise, information obtained from the (3) (a) Every life insurance company shall include with the
nationalassociation of insurance commissioners or anatBer  opinionrequired under sub. (1) the opiniontbé qualified actu
ancedepartment under pledgeadnfidentiality or for the purpose ary as towhether the reserves and related actuarial items held in
of conducting an investigation or examination or obtained, prsupportof the policies and contracts specified by the commis
ducedor created in the course of an inquiry under s. 601.42, Stagsoner,when considereih light of the assets held by the company
or examination under s. 601.43, Stats. This privilege appliesvith respect to the reserves and related actuarial items, including
information obtained, produced or created before or after thot not limited to, the investment earnings on the assets and the
effectivedate of s601.465, Stats., and regardless of whether aonsiderations anticipated to be received and retained under the
inquiry, investigation or examination has been concluded, excgliciesand contracts, make adequate provision for the compa
it does not apply to a document which is an adopted examinatiors obligations under the policies and contracts, including but not
report. An adopted examination report is available for publitmited to, the benefits under and expenses associatedtwith
inspectionas required under s. 601.44 (6), Stats. dffiee or the policiesand contracts. Theommissioner may allow a transition
commissioner may disclose the content of an examination repperiodfor an insurance company to establish any higher reserves
preliminary examination report or results, or any matter relatingpatthe qualifiedactuary determines are necessary to make ade
areport or the results of an examination to further legal or regutguateprovision for the compang’obligations under thgolicies

Ins 50.50 Examinations. (1) The commissioner may
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and contracts. This subchapter and subch. V may be enforcedns 50.68 Reliance on actuary opinion.  An actuarial
unders. 601.41 or 601.64, ch. 645, Stats., or any athésrce opinionwhich is issued by a qualified actuary and requineder
mentprovision of chs. 601 to 645, Stats. this subchapter and subch. V is solely for the bepéfiie insurer

(b) An insurance company that is required to submit an opini¥fich is the subject of the opinion, the commissioner and the
underpar (a) shall have prepared by the qualified actuary wifice: It is not for the benefit of angther person and is therefore
rendersthe opinion and memorandum in support of the opinidEr)‘Ptto be relied upon by any other person unleance is induced
underpar (a). The memorandum shall be in them, and provide PY fraud or willful misconduct.
the information, required by the form specified by the commis Histo: Ct RegisterDecemberL995, No. 480, £/1-1-06.
sioner.The insurance company shall provide the memorandum to
the commissionerat the commission&r request, for the commis
sioner’'sexamination. After examination, the commissioner may
return the memorandum to the insurance company

(c) If an insurance company fails to provalsupporting mem ribe:
orandumto the commissioner upon request within the perioﬁC o ) .
specified,or if the commissioner determines that the supporting (1) Guidelinesand standards for statemeatsactuarial opin
memorandunprovided by an insurance company is otherwis@" which are to be submitted in accordance with subch. IV and
unacceptablethe commissioner may retain a qualified actuary .623, Stats.and for memoranda in support of such an opinion.

SubchapterV — Actuarial Opinion and
Memorandum Regulation

Ins 50.70 Purpose. The purpose of this rule is to pre

the expense of the insurance company to review dpigion (2) Rules applicable to the appointment of an appointed actu
requiredunder par(a) and the basis for the opinion and to prepafgdy-
supportingmemorandum as the commissioner requires. (3) Guidanceas to the meaning of “adequacy of reserves.”

; i it ; History: Cr. RegisterDecember1995, No. 480, &f1-1-96;CR 04-071:r (2),
(4) The following provisions apply to an opinion reql““redrenum. (3) to be (2), cr(3) Register December 2004 No. 588, eff. 12-31-05

undersub. (1) or (2):

(&) The opinion shall apply to all business in force, including Ins 50.71 Authority.  This ruleis issued pursuant to the
individual and grouphealth insurance plans, in form and -subauthority vested in the commissioner under ss. 601.42, 601.43,
stanceacceptable to the commissioner 601.465,Stats., and ch. 623, Stats.

(b) The opinion shall be based on standauitspted from time  Histoy: ot Registerecemberi 95, o, a5, éf1-1-96:CR 04-071: am.
to time by the actuarial standards board established by the Ameri U '

canacademy of actuaries and on such additional standards as thﬁ1S 50.72 Scope. This subchapter shall apply to all life

commissionemay prescribe. insurancecompanies and fraternal benefit societies ddingt

(¢) In the case of an opinion required to be submitted by a fefessin this state and to all life insurance companiesfeaternal
eignor alien companythe commissioner may accept the opiniopenefitsocieties which are authorized to reinsure life insurance,
filed by that company with the insurance supervisoficial of  annuities or accident and health insurance business in this state.
anotherstate if the commissioner determines that the opiran This subchapter shall bapplied in a manner that allows the
sonablymeets the requirements applicableatoompany domi appointedactuary to utilize his or her professional judgment in
ciled in this state. performingthe asset analysis and developing the actuarial opinion

(5) An insurer which violates this chapter or an insurexape ~ @nd supportingmemoranda, consistent with relevant actuarial

ary which submits an opinion or memorandum which includes¥gndardof practice. Howeverthe commissioner may specify
misrepresentatiois subject to the penalties specified under ciSPecificmethods of actuarial analysis and actuarial assumptions
601. Stats. when,in the commissionés judgment, these specificatioase

. necessaryor an acceptablepinion to be rendered relative to the
_(6) (2) Any memorandum in support of, and any other mate yoqacyof reserves and related items. This subchapter shall be
rial provided by an insurance company to the commissioner JRjicapleto all annual statements filed with théia of the corn
connectiorwith, an opinion required under this section is subjeglissionerof insurance. A statement of opinion on #uequacy
[to] s. 601.465, Stats. of the reserves and related actuarial items baseh @sset ade

(b) The commissioner may release any such memorandungaeacyanalysis in accordance with s. Ins 50.78, and a memoran
othermaterial with the written consent of the insurance compardumin support thereof in accordance with s. Ins 50.79, is required
or to the American academy of actuanigmn its request if the eachyear
memorandunor other materials required for professional disci  History: Cr. Register December1995, No. 480, éf1-1-96;CR 04-071:
plinary proceedings and if the request sets forth procedures t@%r?._gls) to be Ins 50.72 and am., (2) Register December 2004 No. 588, eff.
aresatisfactory to the commissioner fmeserving the confiden

tiality of the memorandum or other material. Ins 50.73 Definitions. In this subchapter:
History: Cr. RegisterDecembgr1995, No. 480, éf1-1-96,CR 04-071: am. 1) “Act ial S th inioof inted
(3) (a) Register December 2004 No. 588, eff. 12-31-05 (1) “Actuarial opinion” means the opinioof an appointe

actuaryregarding thedequacy of the reserves and related actuar
Ins 50.67 Reserves. (1) An insurance compars/aggre ial items based on an asset adequacy analysis in accordance with

gatereservegor all policies, contracts and benefits may not b& NS 50.78 and with applicable actuarial standards of practice.
lessthan the aggregate reserdesermined by a qualified actuary ~(2) “Actuarial standards board” is the board established by the
in an opinionunder this chapter to be necessary to make adequafieericanacademy of actuaries to develop and promulgate stan
provision for the compang obligations under the policies andgdardsof actuarial practice.

contracts. (3) “Annual statement” means that statement required by s.

(2) Forthe purpose of s. 623.06 (6), Stats., holding any-addfts 50-20 to be filed by the company annually _
tional reserves that a qualified actuairy an opinion under this ~ (4) “Appointed actuary” means any individual who is
chapter determinetb be necessary to make adequate provisi@ppointedor retained in accordance with the requirements set
for the companyg obligationsunder the policies and contractsforth in s. Ins 50.75 (3) to provide the actuarial opinion and sup
shallnot be considered the adoption of a higher standard of-val@gtingmemorandum as required by subch. IV and ch. 623, Stats.
tion. (5) “Assetadequacy analysis” means amalysis that meets

History: Cr. RegisterDecembgr1995, No. 480, &f1-1-96. the standards and other requiremaeferred to in s. Ins 50.75 (4).
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It may take many forms, including, but not limited to, clelv  actuaryceases to be appointed or retained as an appointed actuary

testing, sensitivity testing or applications of risk theory or to meet the requirements set forth in sub. (2). If any person
(6) “AVR” means asset valuation reserve. appointedor retained as an appointed actuary replaces a pre
(7) “Commissioner’means the commissionefinsurance of Viously appointed actuarghenotice shall so state and give the
this state. reasondor replacement.
(8) “Company” means a life insurance comparisaternal 4) STANDARDS FOR ASSET ADEQUACY ANALYS!S. The asset
benefitsociety or reinsurer subject to the provisions of [this} sugdeduacianalysis required by this subchapter:
chapter. (a) Shall conform to the standards of practice as promulgated
(9) “Qualified Actuary” means any individual who meets thdrom time to time by the actuarial standards board and on any addi
requirementsset forth in's. Ins 50.75 (2). tional standards under this subchaptehich standards are to

History: Cr. Register December1995, No. 480, &f1-1-96:CR 04-071: ¢r form the basis of the statement of actuarial opinion in accordance
(intro.) and (6), am. (1), enum. (6) and (7) to be (7) and (8), (8) RegisterDecem  With s. Ins 50.78; and
ber 2004 No. 588, eff. 12-31-05 (b) Shall be based on methods of analysis as are deemed appro
Ins 50.75 General requirements. (1) SUBMISSION OF priatefor such purposes by the actuarial standards board.
STATEMENT OF ACTUARIAL OPINION. (@) There is tbe included on  (5) LIABILITIES TOBECOVERED. (a) Under authority of ch. 623,
or attached to Page 1 of the annual statement for each year begjiits. andsubch. IVthe statement of actuarial opinion shall apply
ning with 1996 the statement of an appointed actuamiitied 0 all in force business on the statement date regardless of when
“Statemen®f Actuarial Opinion,” setting forth an opinigelat  Or where issued. This includes items reported in the annual state
ing to reserves and related actuarial items held in support ef péfient exhibits pertaining to contract reserves for liisurance,
ciesand contracts, in accordance with s. Ins 50.78. annuities,accident and health insurance, and deposit type con
(b) Uponwritten request by the compartjie commissioner tracts; liabilities for unpaid claims; and equivalé&emns in the
maygrant an extension of the ddte submission of the statementS€Parateaccount statement or statements.

of actuarial opinion. (b) If the appointed actuary determines as the resgﬂ_smt
(2) QUALIFIED ACTUARY. A qualified actuarys an individual adequacyanalysis that a reserve should be held in addition to the
who: aggregate reserve held by the company and calculated in-accord

: : . cewith methods set forth in s. 623.06 (3), (3m), (4m) and (7),
act(ljia)lrilgs? member in good standing of the American academyg?ats.,and s. Ins 3.17, the company shall establish additional

- . . - _reserve.
(b) Is qualified to sign statements of actuarial opinion for life

and health insurance company annual statements in accordarqg %)eﬁgsc:g?nﬁ:rsjgé\e’eﬂ gr?ttatélés;zenil ;nggrkggaigméd
with the American academy aftuaries qualification Standardsreleasednustybe disclos?ad in t%e actuar%;ll opirfionthe appiica
for actuaries signing such statements; P pp

o ; . . . ble year The release of such reserves would not be deemed an
~(c) Is familiar with the valuation r_eqwrements applicable tﬁdoptionof a lower standard of valuation.
life and health insurance companies; and History: Cr. RegisterDecember1995, No. 480, &f1-1-96:CR 04-071: am.

(d) Hasnot been found by the commissioner (or if so found h&R (@), (3) and (5Xa), r. (1) (b), (c) and (5) (c), enum. (1) (d) and (5) (d) to be (1)
subsequentlyeen reinstated as a qualified actuary), followin§ 2" () (¢) and am. (5) (c) Register December 2004 No. 588, eff. 12-31-05

appropriatenotice and hearing to have: Ins 50.76 Required opinions. In accordance with subch.

1. Violated any provision of, or any obligation imposed byv and ch. 623, Stats., every company doing business in this state
aninsurance law or othdaw in the course of his or her dealingsshallannually submit thepinion of an appointed actuary as{ro
asa qualified actuary; vided for by this subchapter

2. Been found guilty of fraudulent or dishonest practices; History: Cr. RegisterDecember1995, No. 480, &f1-1-96,CR 04-071: r and

3. Demonstrated his or her incompeteragk of coopera recr. Register December 2004 No. 588, eff. 12-31-05
) peteriag p Note: Section Ins 50.76 is shown a®pealed and ecreated eff. 12-31-05.

tion, or untrustworthiness to act as a qualified actuary; Prior to 12-31-05 it eads:
4. Submitted to the commissioner during the pagars, pur Ins 50.76 Required opinions. (1)GENERAL. In accordance with subch. IV
suantto this subchaptean actuarial opinion or memorandtimat and ch. 623, Stats., every company doing business in this state shall annually-sub

the commissioner rejected becausdiit not meet the provisions Mit the opinion of an appointed actuary as povided for by this subchapter The
. . . . type of opinion submitted shall be determined by the pvisions set forth in this
of this subchapter including standards set by the actuarial Stafitionand shall bein accordance with the applicable povisions in this sub

dardsboard; or chapter.

5. Resigned or been removed as an actuary vuilﬂeirpast 5 2) COMPANY CATEGORIES. For purposes of this subchaptercompanies shall
L I . be classified adollows based on the admitted assets as of the end of the calendar
yearsas aresult of acts or omissions indicated in any adversgar for which the actuarial opinion is applicable:

reporton examination or as a result of failure to adhere to gener() Category A shallconsist of those companies whose admitted assets do not

ally acceptable actuarial standards; and exceed$20 million; ) _ _
. . L . (b) Category B shall consisbf those companies whose admitted assets exceed
(e) Has not failed to notify the commissioner of any actiogymillion but do not exceed $100 million:

takenby any commissioner of any other state similar to that underc) Category C shall consist of those companies whose admitted assets exceed
par.(d). $100million but do not exceed $500 million; and

“ . o . d) Category D shall consist of those companies whose admitted assets exceed
(3) APPOINTEDACTUARY. An “appointed actuary” is a quali $5(03mi|"0,?, i P

fied actuary who is appointed or retained to prepare the statemers) Exemption ELIGIBILITY TEST. () Any Category A company that, for any
of actuarial opinion required kifris subchapter either directly byyear beginning with 1996, meets all of the following criteria shall be eligible for

: [ sexemption from submission of a statement of actuarial opinion in accordance
or by the authorlty of the board of directors throth an execu“&/ﬁeh s. Ins 50.78 for the year in which these criteria & met. The ratios in subds.

officer of the_company Othe_r than the_ qua“fled acma—”y_e COM 1. 2. and 3. shall be calculated based on amounts as of the efidhe calendar

pany shall give the commissioner timely written notice of theear for which the actuarial opinion is applicable.

name title (and, in the case of a consulting actum? namef 1. The :atio of the |Sum]?(§ capital and surplus to the sum of cash aravested
" f - etss at least equal to .10.

thef”'_m) and ma_nner of appointment or retentlor) of each persg?'? . The ratio of ?he sum of the eserves and liabilities for annuities and depes

appointedor retained by the company as an appointed actuary aQeb the total admitted assets is less than .30.

shall state in such notice thtite person meets the requirements 3. The ratio of the book value of the non-investment grade bonds to tisem

setforth in sub. (2). Once notice is furnished, no further notice 5capital and surplus is less than .50. o .
4. The examiner team for the national association of insurance commission

requm_adWlth re5pe9t t(_) this Pefsonv PfOV'deQ' th_at ¢meany ers has not designated the company as a first priority company in any of the 2
shallgive the commissioner timely written notice in the event thelendar years preceding the calendar year for which thectuarial opinion is
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applicable, or a second priority company in each of the 2 calendar years pced-
ing the calendar year for which the actuarial opinion is applicable, or the com
pany has resolved the first or second priority status to the satisfaction of the com
missionerof the state of domicile and the commissioner has so notified the chair
of the national association of insurance commissioners life and health actuarial
task force and the national association of insurance commissioners staff and sup
port office.

(b) Any Category B company that, for any year beginningvith the 1996,
meetsall of the following criteria shall be eligible for exemption fom submission
of a statement of actuarial opinion in accordance with s. Ins 50.78 for the year
in which the criteria are met. The ratios insubds. 1., 2. and 3 below shall be calcu
lated based on amounts as of the end of the calendar year for which the actuarial
opinion is applicable.

1. The ratio of the sum of capital and surplus to the sum of cash aridvested
assetds at least equal to .07.

2. The ratio of the sum of the eserves and liabilities for annuities and depes
its to the total admitted assets is less than .40.

3. The ratio of the book value of the non-investment grade bonds to tisem
of capital and surplus is less than .50.

4. The examiner team for the national association of insurance commission
ers has not designated the company as a first priority company in any of the 2
calendar years preceding the calendar year for which thectuarial opinion is
applicable, or a second priority company in each of the 2 calendar years pced-
ing the calendar year for which the actuarial opinion is applicable, or the com
pany has resolved the first or second priority status to the satisfaction of the com
missionerof the state of domicile and the commissioner has so notified the chair
of the national association of insurance commissioners life and health actuarial
task force and the national association of insurance commissioners staff and sup
port office.

(c) Any Category A or Category B company that meets all of the criteria set
forth in par. (a) or (b), whichever is applicable, is exempted dm submission of
a statement of actuarial opinion in accordance with s. Ins 50.78 unless the com
missioner specifically indicates to the company that the exemption is not to be
taken.

(d) Any Category A or Category B company that, for any year beginning with
1996,is not exempted under par(c) shall be equired to submit a statement of
actuarial opinion in accordance with s. Ins 50.78 for the year for which it inot
exempt.

(e) Any Category C company that, after submitting an opinion in accordance
with s. Ins 50.78, meets all of the following criteria shall not beequired, unless
required in accordance with par (f), to submit a statement of actuarial opinion
in accordance with s. Ins 50.78 merfrequently than every third year Any Cate-
gory C company which fails to meegll of the following criteria for any year shall
submit a statement of actuarial opinion in accordance with s. Ins 50.78 for that
year. The ratios in subds. 1., 2. and 3. shall be calculatédsed on amounts as of
the end of the calendar year for which the actuarial opinion is applicable.

1. The ratio of the sum of capital and surplus to the sum of cash aridvested
assetss at least equal to .05.

2. The ratio of the sum of the eserves and liabilities for annuities and depes
its to the total admitted assets is less than .50.

3. The ratio of the book value of the non-investment grade bonds to tisem
of the capital and surplus is less than .50.

4. The examiner team for the national association of insurance commission
ers has not designated the company as a first priority company in any of the 2
calendar years preceding the calendar year for which thectuarial opinion is
applicable, or a second priority company in each of the 2 calendar years pced-
ing the calendar year for which the actuarial opinion is applicable, or the com
pany has resolved the first or second priority status to the satisfaction of the com
missionerof the state of domicile and the commissioner has so notified the chair
of the national association of insurance commissioners life and health actuarial
task force and the national association of insurance commissioners staff and sup
port office.

(f) Any company which is not equired by this section to submit astatement
of actuarial opinion in accordance with s. Ins 50.78 for any year shall submét
statementof actuarial opinion in accordance with s. Ins 50.77 for that year unless
the commissioner equires astatement of actuarial opinion in accordance with
s.Ins 50.78.

(4) LARGE coMPANIES. Every Category D company shall submit a statement
of actuarial opinion in accordance with s. Ins 50.78 for each year beginning with
1996.

Ins 50.77 Statement of actuarial opinion not including an asset adequacy
analysis.History: Cr. RegisterDecember1995, No480, ef. 1-1-96;CR 04-071:
r. Register December 2004 No. 588, eff. 12-31-05.

Note: Prior to 12-31-05 section Ins 50.7 &gnds:

Ins 50.77 Statement of actuarial opinion not including an asset adequacy
analysis. (1) GENERAL DESCRIPTION. The statement of actuarial opinion
required by this section shall consist of a paragraph identifying theappointed
actuary and his or her qualifications; a regulatory authority paragraph stating
that the company is exempt pursuant to this subchapter ém submitting a state
ment of actuarial opinion based on an asset adequacy analysis and that the epin
ion, which is not based on an asset adequacy analysis,@adered in accordance
with s. Ins 50.77; a scope paragraph identifying thgubjects on which the opinion
is to be expessed and describing the scope of the appointed actuaryvork; and
an opinion paragraph expressing the appointedictuary’s opinion as equired by
ch. 623, Stats., and subch. IV

WISCONSINADMINISTRATIVE CODE
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(2) RECOMMENDED LANGUAGE. The following languageprovided is that
which in typical circumstances would be included in a statement of actuarial
opinion in accordance with this section. The language may be modified mseded
to meet the cicumstances of a particular case, but the appointed actuary shall
uselanguage which clearly expesses his or her mfessional judgment. However
in any event the opinion shall etain all pertinent aspects of the language pr
vided in this section.

(a) The opening paragraph should indicate theppointed actuary’s relation-
ship to the company:

1. For a company actuarythe opening paragraph of the actuarial opinion
shallread as follows: “I, [name of actuary], am [title] of [name of company] and
a member of the American Academy of Actuaries. | was appointed bgr by the
authority of, the Board of Directors of said insuer to render this opinion as
statedin the letter to the commissioner dated [insert date]. | meet the Academy
qualification standards for rendering the opinion and am familiarwith the valu-
ation requirements applicable to life and health companies”

2. For a consulting actuary the opening paragraph of the actuariabpinion
should contain a sentence such as: “I, [name and title of actuary], a member of
the American Academy of Actuaries, am associated with the firm of [insert name
of consulting firm]. | have been appointed byor by the authority of, the Board
of Directors of [name of company] to ender this opinion as statedn the letter
to the commissioner dated [insert date]. | meet the Academy qualification stan
dards for rendering the opinionand am familiar with the valuation require-
mentsapplicable to life and health insurance companies.”

(b) The regulatory authority paragraph should include a statement such as
the following: “Said company is exempt pursuant to rule [insert designation] of
the [name of state] InsuranceDepartment from submitting a statement of actu
arial opinion based on an assetdequacy analysis. This opinion, which is not
basedon an asset adequacy analysis,risndered in accordance with s. Ins 50.77.”

(c) The scope paragraph should contain a sentence such as the following: “I
have examined the actuarial assumptions anactuarial methods used in deter
mining reservesand related actuarial items listed belowas shown in the annual
statementof the company as prepared for filing with state regulatory officials,
asof December 31,[ ].”

1. The scope paragraph should list items and amounts witlespect to which
the appointed actuary is expessing an opinion. The list shouldhclude but not
be necessarily limited to:

a. Aggregate eserve and deposit funds for policies and contracts included
in Exhibit 8;

b. Aggregate eserve and deposit funds for policies and contracts included
in Exhibit 9;

c. Deposit funds, pemiums, dividend and couporaccumulations and sup
plementary contracts not involving life contingencies included ifExhibit 10; and

d. Policy and contract claims—liability end of current year included in
Exhibit 11, Part 1.

(d) If the appointed actuary has examined the underlyingecords, thescope
paragraph should alsoinclude the following: “My examination included such
review of the actuarial assumptions and actuariamethods and of the underlying
basicrecords and suchtests of the actuarial calculations as | consided neces
sary.”

(e) 1. If the appointed actuary has not examined the underlyingacords, but
hasrelied upon listings and summaries of policies in fae prepared by the com
pany or a third party, the scope paragraph should include a sentence such as one
of the following:

a. “l have relied upon listings and summarie®f policies and contracts and
other liabilities in force prepared by [name and title of company officer certify
ing in force records] as certified in the attachedtatement. (See accompanying
affidavit by a company officer) In other respects my examination included
review of the actuarial assumptions andactuarial methods and such tests of the
actuarial calculations as | considezd necessary; or

b. “I have relied upon [name of accounting firm] for the substantial accuracy
of the in force records inventory andinformation concerning other liabilities, as
certified in the attached statement. In other espects my examination included
review of the actuarial assumptions andactuarial methods and such tests of the
actuarial calculations as | considegd necessary

2. The statement of a person certifying information eferred to in subd. 1.
shall follow the form prescribed by par (j).

(f) The opinion paragraph should include the following: “In my opinion the
amountscarried in the balance sheet on account of the actuarial items identified
above:

1. Are computed inaccordance with those pesently accepted actuarial stan
dards which specifically relate to the opinion equired under this section;

2. Are based on actuarial assumptions which pduce reserves at least as
great as those called for in any contract povision as to eserve basis and method,
and are in accordance with all other contract povisions;

3. Meet the requirementsof the insurance law and rules of the state of [state
of domicile] and are at least as geat as the minimum aggegate amounts
required by the state in which this statement is filed.

4. Are computed onthe basis of assumptions consistent with those used in
computing the corresponding items in the annual statement of thpreceding
year—endwith any exceptions as noted below; and

5. Include provision for all actuarial reserves and elated statement items
which ought to be established. The actuarial methods, considerations and analy
sesused in forming my opinion conform to the appopriate Compliance Guide
lines as promulgated by the actuarial standards board, which guidelines form
the basis of this statement of opinion.”
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(9) The concluding paragraph of the opinion shall document the eligibility for ~ data,procedures or assumptions, includargicipated cash flows

the company to provide anopinion as provided by this section. It shall include  from cyrrently owned assets and variatioash flows according
the following: “This opinion is provided in accordance with s. Ins 50.77. As such

it does not includean opinion regarding the adequacy of eserves and elated to eco_nomic scenarios.l,_lpported by a statement of each such
actuarial items when consideed in light of the assets which support them. Eligi ~ expertin the form prescribed by sub. (5); and

bility for s. Ins 50.77 is confirmed as follows: i P ; )
1. The ratio of the sum of capital and surplus to the sum of cash aridvested (d) An opinion paragraph expressing the appomted actuary

assetsis [insert amount], which equals or exceeds the applicable criterion based OPINION with respect to the adequacy of the supporting assets to
on the admitted assets of the company maturethe liabilities.

2. The ratio of the sum of the eserves and liabilities for annuities and depes it ; in indi
its to the total admitted assets [insert amount], which is less than the applicable (€) One or more additional paragraphs will be needed in indi

criteria based on the admitted assets of the company vidual company cases as follows:

3. The ratio of the book value of the non—investment grade bonds to tisem 1. If the appointed actuary considers it necessary to state a
of capital and surplus is [insert amount], which is less than the applicable criteria qualificationof his or her opinion'
of .50. i ' ) ) ) .

4. To my knowledge, the NAIC Examiner Eam has not designated the com 2. If the appointed actuary must disclose an inconsistency in
pany as a first priority company in any of the two calendar years peceding the  the method of analysis or basis of asset allocation used at the prior

calendaryear for which the actuarial opinion is applicable, or a second priority opinion date with that used for this opinion
company in each of the two calendar years mceding the calendar year for :

which the actuarial opinion is applicable or the company hasesolved the first 3. If the appointed actuary must disclose whether additional
or second priority status to the satisfaction of the commissioner of the state of reservef the prior opiniordate are released as of this opinion
doms'c"Te- . . - date,and the extent of the release.

. Tomy knowledge thee is not a SDQC‘IfIC equest fom any commissioner i .
requiring an asset adequacy analysis opinion. 4. |f the appomted\ptuary C!‘IOOSGS to add a.paragraph brlefly

Signature of Appointed Actuary describingthe assumptions which form the bdsisthe actuarial
Address of Appointed Actuary opinion
Telephone number of appointed actuary” ) .
(h) 1. If there hasbeen any change in the actuarial assumptionsdm those (2) RECOMMENDEDLANGUAGE. The following paragraphs are

previously employed, thatthangeshould be described in the annual statement to be included in the statement of actuarial opinioa]ciu)rdance

or in a paragraph of the statement of actuarial opinion, and theeference in sub. with this section. The |anguage provided in this subsection is that
(2) (f) 4. to consistency shouldead as follows: hichi ical " houtte included i
“... with the exception of the change described on page [ ] of the annual state which in typical circumstances sho Included In a statement

ment (or in the preceding paragraph).” of actuarial opinion. The language may be modified as needed to
2. The adoption for new issues or new claims or other new liabilities of an meetthe circumstances of a particular calset the appointed

actuarial assumption which differs from a corresponding assumption used for ; :
prior new issues or new claims or other new liabilities is not@ange in actuarial actuaryshall use language which clearly expresses his or her pro

assumptionswithin the meaning of this paragraph. fessionaljudgment. Howevein any event the opinion shall retain
(i) If the appointed actuary is unable to form an opinion, he or she shalefuse  all pertinent aspects of the language provided in this section.

to issue a statement of actuarial opinion. Ithe appointed actuarys opinion is ; il
adverseor qualified, he or she shalissue an adverse or qualified actuarial opin (a) The opening paragraph should genera”y indidhte

ion explicitly stating each and all easons for such opinion. This statement should appointedactuarys relationship to the company and his or her
follow the scope paragraph and pecede the opinion paragraph. qualificationsto sign the opinion.

(j) If the appointed actuary doesnot express an opinion as to the accuracy and ;
completenes®f the listings and summaries of policies in fae, there should be 1. For a company actuarheopening paragraph of the actu

attached to the opinion, the statement of a company officer or accounting firm arial opinion should read as follows: “I, [name], am [title] of
who prepared such underlying data similar to the following: “I [name of officer], ~ [insurancecompany namednd a member of the American Aead
[title] of [name and addess of company or accounting firm], hezby affirm that emy of Actuaries. | was appointed boyr by the authority of, the

the listings and summaries of policies and contracts in fee as of December 31, : P . P
[ 1, prepared for and submitted to [name of appointed actuary], weg prepared Boardof Directors of said insurer t@nder this opinion as stated

under my direction and, to the best of mgnowledge and belief, ae substantially ~ in the letterto the commissioner dated [insert date]. | meet the

accurateand complete. _ o Academy qualification standards for rendering the opinion and
Signature of the Officer of the Company or Accounting Firm amfamiliar with the valuation requirements applicable to life and
Addr ess of the Officer of the Company or Accounting Firm healthi P
Telephone Number of the Officer of the Company or ealthinsurance companles. .
Accounting Firm” 2. Fora consulting actuarythe opening paragraph should

. . containa sentence such as: “l, [name], a member oltherican
Ins 50.78 Statement of actuarial opinion based on  Academyof Actuaries, am associated with the firm of [name of
an asset adequacy analysis. ~ (1) GENERAL DESCRIPTION.  consyltingfirm]. | have been appointed jyr by the authorityf,

The statement of actuarial opinion submitted in accordance Wi Board of Directors of [name of company]render this opin

this subchapter shall consist of: . _ ion as stated in the letter to the commissiatated [insert date].
(a) A paragraph identifying the appointed actuary and his prmeet the Academyualification standards for rendering the
her qualifications; opinionandam familiar with the valuation requirements applica

(b) A scope paragraph identifying the subjects on which date to life and health insurance companies.”
opinion is to be expressed and describing the scope of the(b) The scope paragraph shall include a statement, and table,
appointedactuarys work, including a tabulation delineatitite  suchas the following: “I have examingtle actuarial assumptions
reservesand related actuarial iteragich have been analyzed forand actuarial methods used in determining reserves and related
assetadequacy and the methofl analysis, and identifying the actuarialitems listed belowas shown in the annual statemeft
reservesand related actuarial iteresvered by the opinion which the companyas prepared for filing with state regulatorficéls,
havenot been so analyzed; asof December 31, [year].abulated below aréhose reserves and

(c) A reliance paragraph describing those areas, jivangre relatedactuarial items which have been subjected to asset ade
theappointed actuary has deferred to other experts in developq@gcyanalysis.
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AssetAdequacy Tested Amounts—Reserves and Liabilities
Additional Other
Formula Actuarial Analysis Amount Total Amount
Statement Item Reserves (1) Reserves (2) Method 3) (D)+(2)+(3)+(4)

Exhibit
A Life Insurance
B Annuities

C Supplementary Contracts
Involving Life Contingencieq

D Accidental Death Benefit
E Disability—Active
F Disability—Disabled
G Miscellaneous

Total

Exhibit

A Active Life Reserve

B Claim Reserve
Total
Exhibit

Premium and Other Deposit
Funds

Guaranteed Interest Contracts
Other

Supplemental Contracts and
Annuities Certain

Dividend Accumulations or
Refunds

Total

Exhibit

1 Life

2 Health

Total

Separate Accounts

TOTAL RESERVES

Interest maintenance reserve (General Account, Page , Line )

(Separate Accounts, Page_, Line )

AVR (Page __ ,Line__ )

Net Deferred and Uncollected Premium
(bg) The tabulation in the scope paragraph required under gaame],[title] for [insert description of a portion relied upsach

(b) shall conform to the following: asanticipated cash flows from currently owned assets, including
1. The additional actuarial reserves are the reserves- estgdyiationsin cash flows according to economic scenarios] and, as
lishedunder s. Ins 50.75 (5) (b). certifiedin the attached statement. | have reviewed the informa

2. The appointed actuary should indicatertrethod of analy ~tion relied on for reasonableness.”
sis, determined in accordance with the standards for asket (cg) A statement of reliance on other experts shadidmempa
quacyanalysis referred to in B1s 50.75 (4), by means of symbolsnied by a statement by each of such experthéform prescribed

which should be defined in footnotes to the table. by sub. (5).
3. The A/R shall be the allocated amount of asset valuation (d) If the appointed actuary has examitieel underlying asset
reserve. andliability records, the reliance paragraph shall also include the

(c) If the appointed actuary haslied on other experts to following: “My examination included such revieof the actuarial
developcertain portions ofhe analysis, the reliance paragraplassumptionand actuarial methods and of the underlying basic
shouldinclude a statement such as the following: “I have relied assetand liability records and such tests of the actuarial calcula
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tionsas | consideredecessary| also reconciled the underlying of asset adequacy portion of this opinion should be viewed-recog
basicasset and liability records [exhibits and schedules listednizing that the compang’future experience may not follow all the
asapplicable] of the comparg/current annual statement.” assumptionsised in the analysis.

(e) If the appointed actuary has not examined the underlyigggnature of Appointed Actuary
recordsbut has relied upon data, such as listings and summarjes, o< of Appointed Actuary
of policies in force or asset recorgsepared by the compariiie Teleph Number of Appointed Act
reliance paragraph shall include a statement aschin forming ' €'€PNONE Number ot Appointed Actuary
my opinion on [specify types of reservésklied upon data pre Date
paredby [name and title of companyfigkr certifying in force (3) AsSUMPTIONS FOR NEW ISSUES. The adoption for new
recordsor other dataps certified in the attached statements.issuesor new claims or other new liabilities of actuarial
evaluatedhat data for reasonableness and consistéatso ree  assumptiorwhich differs from a corresponding assumption used
onciledthat data to [exhibits and schedules to be listed as applifgr prior new issues or new claims or other new liabilities is not
ble] of the comparig currentannual statement. In other respects change in actuarial assumptions within the meaning obéis
my examination included review of the actuarial assumptmas tion.
actuarialmethods usednd tests of the calculations | considered (4) ADVERSEOPINIONS. If the appointed actuary is unable to

necessary.” o _ form an opinion, then he or she shall refuse to issue a statement
(eg) A section described in pae) shall be accompanied byof actuarial opinion. If the appointed actuargpinion is adverse

astatement by each person relied upon in the form prescribeddpyjualified, then her she shall issue an adverse or qualified-actu

sub.(5). arial opinion explicitly stating the reason for such opinion. This
(f) The opinion paragraph should include all of the followingstatementshould follow the scope paragraph and precede the

1. “In my opinion thereserves and related actuarial value@Pinion paragraph.
concerningthe statement items identified above: (5) RELIANCE ON INFORMATION FURNISHEDBY OTHER PERSONS.

a. Are computed in accordance with presently accepted acki,the appointed actuary relies on the certificatioatbérs on mat
arial standards consistently applied and are fairly stated, {ffSconcerning theccuracy or completeness of any data underly
accordancevith sound actuarial principles; ing the actuarial opiniorgr the appropriateness of any other infor

. : . ation used by the appointed actuary in forming the actuarial
res grv thr?e z?s?zesdgrr:e a?g:?ﬁ'é’i eac'sz;ren(]pfg??ns awyfgmfégguc*g]pinion,the actuarial opinion shall indicate the persons the actu

X X - ary is relying upon and a precise identification of the items subject
sionas to reserve basis and method, amsdn accordance with all to reliance. In additiorthe persons on whom the appointed actu

othercontract prows.lons, . ary relies shall provide a certification that precisely identifies the
¢. Meet the requirements of the insurance law and rules of {fi§ins on which the person is providing information and a state
stateof [state of domicile] and are at least as great asithinum  mentas to the accuracgompleteness seasonableness, as appli
aggregatemounts requiretly the state in which this statementaple of the items. This certification shall include the signature,
is filed, unless alternative language is approved under sub. (6je, companyaddress and telephone number of the persen ren
d. Are computed on thieasis of assumptions consistent witltering the certification, as well as the date on which it is signed.
thoseused in computing the corresponding items in the annual(g) A rernaTE OPTION. () Thecommissioner has authority
statemenbf the preceding year—end (with any exceptions notgghderch. 623, Stats., to accept the valuation of a foreign insurer

below); N _ whenthat valuation meets tirequirements applicable to a com
e. Include provision for all actuarial reserves and relatgshnydomiciled in this state in the aggregate. As an alternative to
statementtems which ought to be established. therequirements sub. (2) (f) 1. the commissioner maky writ-

f. The reserves and related items, when considered in light®happroval issued to a specific insuiiedfow the opiningactuary
the assets held by the company with respect to the reserves #nidse one or more of the following additional approaches:
relatedactuarial items including, but not limited to, the investment 1. A statement that the reserves "meet the requirements of the
earningson the assets, and the consideratiantcipated to be insurancdawsand regulations of the State of [state of domicile]
receivedand retained under the policies and contracts, make adadthe formal written standards and conditiohthis state for fil
quateprovision, according to presently accepted actuarial stang an opinion based on the law of tsiate of domicile.” If the
dardsof practice, for the anticipatezhsh flows required by the commissionechooses tallow this alternative, the commission
contractuabbligations and related expenses of the company er’s approval shall provide instructions with a list of standards and

g. The actuarial methods, consideratiamsl analyses used conditions. If a company chooses to use this alternative, the com
in forming my opinion conform to the appropriate Standards 8fissioner’'sapproval, including standards and conditions for that
Practiceas promulgated by the actuarial standards bednih ~approvalin efiect on July 1 of a calendar yeahall apply to state
standardgorm the basis of this statement of opinion.” mentsfor that calendar yeaand theyshall remain in ééct until

1m. The commissioner may approve omission of the laf1€Y are revised orevoked. The commissioner will not grant
guagein subd. 1. f. for an opinion filed on behaffa company approvalunder this subdivision unlegsstructions are included
doing business only in this state and in no other state. with standards and conditions. .

2. The appropriate one of the following 2 paragraphs: 2. A statement that the reserves "meet the requirements Qf the

a. This opinion is undated annually as required by statote surancdawsand regulations of the State of [state of domicile]
the bast of mp oo Iedp vl bgen noqmater'gl change&nd! have verified that the compasyrequest to file an opinion

y knowledge, V! ! 9€$ased on the law of the state of domicile has been approved and

from the applicable date of trenual statement to the date of thg, 4 2y conditionsequired by the commissioner for approval of
renderingof this opinion whiclshould be considered in reV|eW|ngthatrequest have been met.” This alternative may be used only if

this opinion.” or _ _ the commissioner issues a formal written statement of such-allow
b. “The following material change(s) whichccurred anceno later than March 31 of the year it is firdeefive. It shall

betweerthe date of the statement for which thsnion is applica  remainvalid until rescinded or modified by the commissioner

ble and the date of this opinion shoulddemsidered in reviewing The rescission or modifications shall be ‘issued no later than

this opinion: (Describe the change or changes.)" March 31 of the year they are firstfettive. Subsequent to that
3. “The impact of unanticipated events subsequent to the dstatemenbeing issued, if a company choosesde this alterna

of this opinionis beyond the scope of this opinion. The analysis/e, the company shall file a request to doadong with justifica
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tion for its use, no later than April 30 of the year of the opinion tavailableunless the commissioner approves and includes instruc
befiled. The request is deemed approved on October 1 of that ygans. If a company uses this alternatitiee appointed actuary
if the commissioner has not denied the request by that date. shallprovide acomparison of the gross nationwide reserves held
3. A statement that the reserves "meet the requirements of thehe gross nationwide reserves that would be held under NAIC
insurancdawsand regulations of the State of [state of domiciledodificationstandards. The comparison providigtthe company
and| have submitted the required comparison as specified by tigo be kept confidential tthe same extent and under the same
state."This alternative statement may be used only if the commigngitions as the actuarial memorandum. Gross nationwide
sionergives written approval to the specific insurgith instrue  raseregre the total reserves calculatedthe total company in
gor;s f?(;ravmil(t:tﬁ r;tllstrce)fqzri(r)ed(ljj(z:tgh‘tlg:r?sicrildg&tl? ége;?(?\l? d'(': dSL:f gree business directly sold and assumed, fed#int to the state
companychooses to use this alternative, the appravetuctions n Wh'Ch the _nsk resm_les, without rEdUCtm reinsurance (_:eded.
in effect on July 1 of a calendar year shall apply to statements fgi€ information providedshall comply with the commissiorier
that calendar yeaand the approval arigstructions shall remain instructionsand shall include at least all the following:
in effect until they are revised or revoked. This alternative is not a. A table as follows:

@ ) 3) “4) ®)
Product Vpe Death Benefit or Reserves Held Codification Reserveq Codification Standard
Account \alue

b. The information listed shall includdl products identified to review the opinion and prepare such supporting memorandum
by either the state of filing or any other states subscribing to tlzisis required for reviewThe reasonable and necessary expense
alternative. of the independent review shhk paid by the company but shall

c. If there is no codification standard for the type of produ&€ directed and controlled by the commissioner
or risk in force or if the codification standard does not directly (d) The reviewing actuary shall hatlee same status as an
addresghe type of product or risk in force, the appointed actuagxaminerfor purposes of obtaining data from the company and the
shall provide detailed disclosure of ttepecific method and work papers andocumentation of the reviewing actuary shall be
assumptionsised in determining the reserves held. retainedby the commissioner; provided, howewbiat any infor

(b) The comparison provided by the company under(pjr Mation provided by the company to the reviewing actuary and
shallbe kept confidential to the same extent and under the safdudedin the work papers shall be consideesdmaterial pro
conditionsas the actuarial memorandum. vided by the company to the commissioner and shall be kept con

(c) Notwithstanding para), the commissioner may reject ar1‘identia| to the same extent as is prescribed by law with respect to

N ! ] - _Qthermaterial provided by theompany to the commissioner pur
opinionbased orthe laws and regulations of the state of domicil ; . |
aﬁd require an opinion based og the laws of this sEte.com guantto the statute governing this subchapter and as permitted by

missionermay contract an independent actuary at the comgan .601.465, Stats. The reviewing actuary shall not be an employee

expensdo prepare and file thepinion unless a company providesOf a consulting firminvolved with the preparation of any prior

the requiredopinion within sixty days of the date the Commismemore]}ndumor op|n|?nhfor the insurer gruersuant éc_) th'f] sub
sionerdemands that the company provide such an opinion or S&mpter or any one of the current year preceding three
otherperiod oftime determined by the commissioner after-co ears. .
sultation with the company The paragraph does not limit or  (€) In accordance with subch. IV and ch. 623, Stats., the
restrictthe penalties or other consequence that otherwise fapply@Ppointedactuary shall prepare a regulatory asset adequacy issues
failure to timely file the required opinion. summarythe contents of which are specified in sub. (3). The-regu
History: Cr. RegisterDecember1995, No. 480, &f1-1-96,CR 04-071: am, latory asset adequacy issues sumnsiigll be submitted no later
1) (intro.), (2) (bg) 1., 3., (c) (inw.), (d), (eg), () 1. c,, e, and 3.,(1)(e) 2.and thanMarch 15 ofthe year following the year for which a statement

(
3..(2) (c) 1. and 2.,enum. (1) (€) 4. t0 6. to be (1) (€) 2. to 4.and recr. (2) (b), ol anini i i
(e),(a)ngC%S), ol % (gg“'f“a(nd) ée) o d°(6)nge)gi(§t)er 10 4-and rect %\l(o.)588,0f actuarial opinion basezh asset adequacy is required. The reg

eff. 12-31-05. ulatory asset adequadgsues summary is to be kept confidential
to the same extent and under the same conditions as the actuarial
Ins 50.79 Description of the actuarial memorandum memorandum.
including an asset adequacy analysis and regulatory (2) DETAILS OF THE MEMORANDUM SECTION DOCUMENTING

asset adequacy issues summary. (1) GENERAL. (@) In  ASSETADEQUACY ANALYSIS. When an actuarial opinion under s.
accordancevith subch. IV and ch. 623, Stats., the appoiateid  Ins50.78 is provided, thememorandum shall demonstrate that the
ary shall prepare a memorandum to the company describing tivelysishas been done in accordandth the standards for asset
analysisdone in support of his or hapinion regarding the adequacyeferred to in s. Ins 50.75 (4) and any additional-stan
reservesinder a s. Ins 50.7&inion. The memorandum shall bedardsunder this subchaptefhe documentation of the assump
madeavailable forexamination by the commissioner upon his ations shall be such that an actuary reviewihg actuarial memo

her request but shall be returned to the company after suemdumcould form a conclusion as to the reasonableness of the
examinationand shall not be subject to automatic filing with th@ssumptionslt shall specify all of the following:

commissioner. (a) For reserves:

(b) In preparing the memorandum, the appointed actuary may 1. Product descriptions including market descriptimmer
rely on, and include as a part of his or her own memoranduikiting and other aspects a risk profile and the specific risks the
memorandgrepared andigned by other actuaries who are gualiappointedactuary deems significant;
fied within the meaning of s. Ins 50.75 (2), with respect to the areas 5, gqoyrce of liability in force;
coveredin such memoranda, and so state in their memoranda. ' -

o 3. Reserve method and basis;

(c) If the commissioner requests a memorandumeh no such .
memorandunexists or if the commissioner finds that tivelysis 4. Investment reserves;
describedn the memorandum fails to meet the standards of the 5. Reinsurance arrangements;
actuarialstandards board or the standardsraqdirements of this 6. Identificationof any explicit or implied guarantees made
subchapterthe commissioner may designate a qualified actuaby the general account in support of bengditsvided through a
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separateaccount or under a separate account policy or contract 2. The extent to which the appointed actuary wsssmp
andthe methods used by the appointed actuary to provide for tlems in the asset adequacy analysis that are materigtyedit

guarantee#n the asset adequacy analysis; and thanthe assumptions used in the previous asset adequacy analysis.
7. Documentation of assumptions to test resefwethe fol 3. The amount of reserves and the identitthefproduct lines

lowing: that had been subjected to asset adequacy analysis in the prior
a. Lapse rates, both base and excess; opinion but were not subject to analysis for the current opinion.

4. Comments on any interim resultsit may be of significant
concernto the appointed actuary

5. The methods used by the actuary to recognize the impact
of reinsurance on the compasigash flows, including both assets

b. Interest crediting rate strategy;
c. Mortality;

d. Policyholder dividend strategy;
e

f.

g

. Competitor or market interest rate; andliabilities, under each of the scenarios tested.
Annuitization rates; 6. Whether the actuary has been satisfied that all options
. Commissions and expenses; and whetherexplicit or embedded in any assetliability, including,
h. Morbidity but not limited to,those akcting cash flows embedded in fixed
) income securities and equity-like features in any investments,
(b) For assets: havebeen appropriately considered in #Hset adequacy analy
1. Portfolio descriptions, including a risk profile disclosingsis.
the quality, distribution and types of assets; (b) The regulatory asset adequacy issues summary shall con
2. Investment and disinvestment assumptions; tain the nameof the company for which the regulatory asset ade
3. Source of asset data; guacyissues summary is being suppliexttd shall be signed and
4. Asset valuation bases: and dated by the appointed actuary rendering the actuarial opinion.
; ; . (4) CONFORMITY TO STANDARDS OF PRACTICE. The memoran
5. Documentation of assumptions made for: dum shall include the followingtatement: “Actuarial methods,
a. Default costs; considerationsind analyses usedtime preparation of this memo
b. Bond call function; randumconform to the appropriate standards of practice as pro
c. Mortgage prepayment function; mulgatedby the actuarial standaﬂrds board, which standards form
d. Determining market value for assets sold dutigmvest ~thebasis for this memorandum.
mentstrategy; and (5) USE OF ASSETS SUPPORTINGTHE INTEREST MAINTENANCE
e. Determining yield on assets acquired through the inve§ﬁSERV.E AN? THE ASSET \éALUAT'ON RE?EEVE'. An appropriate
mentstrategy allocation of assets in the amount of the interest maintenance
) . reserve whether positive or negative, shall be used in any asset
(c) Analysis basis: adequacyanalysis. Analysis of risks regarding asset default may
1. Methodology; include an appropriate allocation of assets supporting ¥ig;A
2. Rationale for inclusion/exclusion of féifent blocks of theseAVR assets may not be applied for any other risks with
businessand how pertinent risks were analyzed; respecto reserve adequadinalysis of these and other risks may

3. Rationale for degree of rigor in analyzingfeientblocks includeassets supporting other mandatory or voluntasgrves

. . p . o ailableto the extent not used for risk analysis and reserve sup
\c,’vfat;uj'sré%s‘ii‘ 'Qg{lé?m.%f:ge Laéb?/nrai‘lgeot'%ij25 lt%\/ﬂr?ef“;qzaet?g%% thg&c/>rt. The amount of the assets used for & Ahall be disclosed

; ) in the table of reserves and liabilities of the opinion anthén
blocksof .bu§|ness, - . . memorandumThe method used for selecting particular assets or
_ 4. Criteria for determining asset adequanyluding the pre  5jjpcatedportions of assets shall be disclosed in the mernoran
cisebasis for determining if assets are adequate to ceserves qym,
undermoderately adverse conditions or otbenditions as speci (6) DOCUMENTATION. The appointed actuary shall retain on

fied in relevant actuarial standard§ of practice; and ) file, for at least 7 yearsuficient documentation so that it will be
5. Whether the ééct of federal income taxes was consideregossibleto determine the procedures followed, the analyses per
andthe method of treating reinsurance in the asset adequacy afined, the bases for assumptions and the results obtained.
ysIs. History: Cr. RegisterDecember1995, No. 480, &f1-1-96 CR 04-071: cr (1)
(d) Summary of material changes in methods, procedures [Brs % X3 Oy il el and (320 o 03 (o) th and (&) sub. (@peim
assumptions from prior yearasset adequacy analysis. from Ins 50.80 (5) Register December 2004 No. 588, eff. 12-31-05.

(e) Summary of results. . N o .
. Ins 50.80 Additional considerations for analysis. History: Cr. Register
() Conclusions. December1995, No. 480, &f1-1-96;,CR 04-071: T (1) to (4g), enum. (5) to be
(3) DETAILS OF THE REGULATORY ASSETADEQUACY ISSUESSUM- Ins 50.79 (6) Register December 2004 No. 588, eff. 12-31-05.
MARY. (a) The regulatorgsset adequacy issues summary shallNote: Prior to 12-31-05 section Ins 50.8Gads:
includeall of the following: Ins 50.80 Additional considerations for analysis. (1)AGGREGATION. For

ot ; : : asset adequacy analysis for the statemeatf actuarial opinion provided in
1. Descriptions of the scenarios tested, including Whem?fcordancewith s. Ins 50.78, eserves and assets may be aggated by either of

thosescenarios are stochastic or deterministic, and the sensitivi¥/following methods:
testingdone relative to those scenarios. If negative ending surplug) Aggregate the eserves and elated actuarial items, and the supporting

i i ssetsfor differ ent products or lines of business, beferanalyzing the adequacy
results under certain tests ithe aggregate, the actuary Shalgf the combined assets to materthe combined liabilities. The appointed actuary

descri_bahose tes_tanc_i the amount of _ad_ditional rese_rve as of thﬁust be satisfied that the assets held in support of theserves and elated actu
valuationdate which, if held, would eliminatbe negative aggre arial items so aggegated ae managedn such a manner that the cash flows tm
gate surplus values. Ending surplus values shaleberminedy the aggregated assets @ravailable to help matue the liabilities from the blocks

; ; At : ; ; business that have been agggated.
elthereXtendlng the PT‘?JeCt'O” perlod until the in _forc_e and ?‘5508{ b) Aggregate the esults of asset adequacy analysis of one or rageroducts
_atedass_ets and ||ab_|||t|e_5 at the end of the projection period af&ines ofbusiness, the eserves for which pove through analysis to be edun-
immaterial or by adjusting the surplus amount at the end of tiet, with the resuits of one or moe products or linesof business, the eserves
projection period by an amount t@propriately estimates the for which prove through analysis to be deficient. The appointed actuary must be

X satisfiedthat the asset adequacyesults forthe various products or lines of busi

valuethat can reasonably be expected to arise from the assets r which the results ae so aggegated:

liabilities remaining in force. 1. Are developed using consistent economic scenarios; or

RegisterDecember 2004 No. 588
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2. Are subject to mutually independent risks, that is the likelihood of events (f) Uniformly decreasing at one perent per year over 5 years and then uni
impacting the adequacy of the assets supporting thedundant reserves is com  formly increasing at one pegent per year to the original level at the end of 10
pletely unrelated to the likelihood of events impacting the adequacy of the assetsyearsand then level; and
supporting the deficient reserves. (9) Animmediate decease of 3% and then level.

(c) Inthe event of any aggegation, the actuaryshall disclose in his or her opin (4g) For scenarios described under sub. (4) and othacenarios which may
ion that such reserves wee aggegated on the basis of method pa(a) or (b) 1.  be used, pojected interest rates for a 5 year Teasury Note need not beeduced
or 2., whichever is applicable, and describe the agegation in the supporting  beyondthe point where the 5 year Feasury note yield would be at 50% of its iri
memorandum. tial level. The beginning inteest rates may be based on intest rates for new

(2) SELECTION OF ASSETSFOR ANALYSIS. The appointed actuary shall analyze  investmentsas of the valuation date similarto recent investments allocated to
only those assets helth support of the reserves which a the subject for specific  support the product being tested or be based on an outside index, such asdF
analysis,referred to in this subchapter as “specifiedeserves.” A particular asset  sury yields, of assets of the apppriate length on a date close to the valuation
or portion of an asset supporting a goup of specified eserves cannot support  date. Whatever method is used to determine the beginning yield curve and asso
any other group of specified eserves. An asset may be allocated over several ciated interest rates should be specifically defined. The beginning yield curve
groups of specified eserves. The annual statement value tife assets held in sup  and associated inteestrates should be consistent for all intezst rate scenarios.
port of the reserves shz:_1|| not exceed the annustiatement value of the speqmed (5) DocUMENTATION. The appointed actuary shall etain on file, for at least
reserves except as povided in sub. (3). If the method of asset allocation is not 7 years, sufficient documentation so that it will be possible to determine the @r

ponsistentfrom year to year the extent of its inconsistency should be described ceduresfollowed, the analyses performed, the bases for assumptions and the
in the supporting memorandum. results obtained.

(3) USEOF ASSETSSUPPORTING THE INTEREST MAINTENANCE RESERVE AND THE
ASSETVALUATION RESERVE. (@) An appropriate allocation of assets in thamount
of the interest maintenance eserve (IMR), whether positive or negative, shall be SubchapterV| — Risk Retention and Pumhasing
usedin any asset adequacy analysis. Analysis of riskegarding asset default G
may include appropriate allocation of assets supportinghe asset valuation roups
reserve (AVR). These A/R assets may nobe applied for any other risks with

respectto reserve adequacyAnalysis of these and other risks may include assets ; : : ;
supporting other mandatory or voluntary reserves available to the extent not Ins 50.85 Risk retention groups and risk purchasmg

usedfor risk analysis and reserve support. groups. (1) The commissioner is constituted attorney to receive
(b) The amount of the assets used for thevR shall be disclosed in the table  serviceof summons, notices, orders, pleadings and all other legal
of reserves and liabilities of the opinion and in the memorandum. The method procesgelating to any court or administrative agency in this state
usedfor selecting particular assets or allocated portions of assets shall tis- . . . .
closedin the memorandum. for all risk retention groups and risk purchasing groups asyo
(4) REQUIRED INTEREST SCENARIOS. For the purpose ofperforming the asset  proceedingarising out of the business of insurance in stie,

adequacyanalysis required by this subchapterthe qualified actuary is expected  jnsuranceactivities in thisstate, or out—of-state activities related
to follow standards adoptedby the actuarial standards board; nevertheless, the to policies on risks within this state

appointed actuary must consider in the analysishe effect of at least the following

interest rate scenarios: (2) A risk retention group or risk purchasing group may
(a) Level with no deviation; conductan insurance business or engage in any insurance activity
(b) Uniformly incr easing over 10 years at a haffercent per year and then . . i . . [ .

level: in this state until it registers with the commissioner and designates

(c) Uniformly incr easing at one pesent per year over 5 years and theani-  the commissioner as its agent for the purposes described under
formly decreasing at one parent per year to the original level at the end of 10 sub.(1). If a risk retention group or risk purchasing group fails to

ye?dr)saA“r?imfn”e';;fg increase of 3% and then level: designatehe commissioner as required by this section, the com

(e) Uniformly decreasing over 10 years at a half peent per year and then ~Missioneris deemed appointed as provided by sub. (1).
level; History: Cr. RegisterDecember1995, No. 480, &f1-1-96.
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